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The short study, United S&ggeg Irade with Esstern
attached to éhfs memorandun wasg prepared in

ansver to your request of Deagember 29, 1945 for a
brief summary of the pre-war United 3tates interest
in the trade of Eastern Eurcpe. '

As you will note, the dlrect intersst of the
United gtates in Eastern Europssn trade was normally
slight, The principal export commodities of the
Eastern Buropean countries (except Czecoslovakia)
have been agricultural products or raw materials, most
of whieh are not of inter=zet to the United States.
While there are many United 3tates exports which the
countries of Lastern Hurope might =agerly p rohage
now that Germany 1s eliminated &s 2 primary supplier
of manufaciured croducts, the real limitation on im-
ports from the United 8tates remzing the lack £ com-
plenentary exports from Eastern Zurope wvhich are of
sufflclent interest to United Ztates importers.
Aasrlcan exports 1o Lastern Burope were nighest ih
the perlod of the twentles when they were being under-
writien by the eager extenslon of credits by American
investors t.rough the purchase of Eastern Euronean
bond issues. When suah oredits collapsed, the com-
merelal struegiare in large part devendent upon them
alsc oollapsed, and by 1838 total American trade with
the area had declined 55 percent from the 1928.1930
sverage. ~

This quesiion of finding commodities avallable

for export from the arca to be offered in return for
direct imports from the United States remmins a
groblam in our pogt-war commercisl relations with

astern Europe. The interest of the United States
in preseprving some structure of multilateral trade in
Bastern Europe will probably be more praotically eerved
by the revival of the trade of these asix sountries
wWith Western Europe and the Mediterranean whigch in the

immediate
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immediate pre-war years {1937 and 1238) supplled an
average of 24 percent of the region's lmports and took
an average of 29 pereent of the region'd exports.

You ralse one specific question with respect to
the rcference in the December 6 report regarding "un-
natural® trade channels and the isplication that pre-
war channels were "natural®, The intention of the
Déeenber 6 report was to polnt out the diserepancy

etween the pre-war Soviet shsre in the trade of
R#stern Burope and the proportion which it is appar-
?%ﬁxly,attemyging‘ta hold on the bagis of the agreements
thue far concluded and under the eritlieal conditions
at present prevalling. Since the U.5.3.R. economy was
before the war sup-lementary to Eastern Zurope’s
rather than complementary to it, the modest Sovlet
ahare of trade with that area can be presumed to have
had some relationship to an eccnomlcally "natural®
gtructure of trade, allowance being made for the ef-
fect of Eurocpean clearing agreements and protectionist
policles. However, as pointed out in the December 6
gtudy, CGermzny hes been removed as the primary market
and sourge of imports for Eastern Europe, The "natur-
al" sipmgidre of Eastern Euroneasn trade vis-a-vis the
U.5. 88~ in the future will depend upon Jevelopments
in Soviek economy. If the Soviet economy is altered
g0 that the country becomes an exporter of manufactured
products and an laporter of the raw materlals and '
agricultural products which Ezstern Europe can offer,
ite natural interest in Ezstern European trade will

be larger than lts pre-war intersst.

~-However, on the basle of the traditional economic
develorment of Burope and pre-war trade patiterns, 1t
2eome more reasonable that Western Europe and the
Hedlterrancan might become the primary market and
gource ol imports for Eagtern Europe, with both the
United States and the U.8.5.R, takinz secondary rlaces
in their trade. Tihisg, of course, is based upon the
rather questlionable assumption that the structure of
trade in Eastern Europe will be determined on strictly
economic grounds.

There 1s one error in the December 6 report which
ghould be corrected, The sum of $50,000,000 a year
set for repasrations to the U.S.5.R. from Bulgaris 1s

incorrect
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ipeorrect since the Armigtice agreement with Bulgaria,
unlike the agreements with the other E.gtern Burcpean
gouniries, merely stated that "the Bulgarian Government
will lmmediately make avallable certaln foodstuffs for
the rellef of the paopulation of Greek and Yugoslav
territorles which have suffered as a result of Bulgsrian
aggression. The quantity of each product to be delivered
~will be delermined by agreement between the three govern-
mentg and will be considered ag part of the reparation
by Bulgaria for the lose and demsge sustained by Greece
end Yugoslavia." The sum of $50,000,000 should therefore
be deducted from the totals cited in the first varagraph
-under Coneglusiones Regarding Trade Agreements, The an-
nuel reparations flgure should be §130,000,000, and the
figure for totzl imports 260,000,000, a figure still
8llghtly in excess of total Soviet imports prior to the
wer.

¥inthrcp G. Brown

CP::BWright:inm]
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URIZED STATES TRADE WISK ZASTHERE RUROPR

Ths grouwp of six Zastern FPuropean couniries selected for the
purpeses of this study are those countriss which seem wost likely
%o fall within » Seviet dominated tradw ordit on the besis of the
trads agresmscis and other sconomie sgresuents concluded shus far.
The asnolusions reached for Shese countries would generally hold
trus 1L Ausiria were included in the group, or undsr the more re-
mote 11kelibood of Greece bdeiag included.)/

Iciuze af United States Irads xith Zasters Burgpe

The tables in jpnex I of b Joalvsis sf mqgg W
éhm *g‘? M . Zaglerz Zurope show imited
)Y pre-war  betwean the Un itaten and the countries

¢f Zmstern Europe in the years immediately before the wer. In nene
of the yoars cited 414 United Stpbos trade wvith asy of thess countries
swount $¢ auch mere than )1 persent of total United States exports or
imports. United States trade with the whole grouwp of six countries
aevey furing the inter-war period amounted to more than 2.6 percent
of telal United States sxports or imports. This was sn aversge for
15261930 of only about 5.5 percant of United States sxports to
Bureps 58 a whole asd aboud 3.5 percent, of United States isports
fron Pardpe as s whels, for an aresa in which ever a guarter of the
poeple of Iurope live,

Saly in the case of Usechoslgviakia and Poland 444 United
Btates Srads Zorm a significant part of the tetal irade of any
Eosbeorn Suropean country. 1In the cass of Poland, the United States
wapplied as much as 15 percent of Stetal Polish laperts snd took as
mch as 5.6 _‘g‘::gim of total Polish exports in the pre-war years
eited, In cave of Csechoslevakia, the United States mgpplied as
mach as 10.2 pereent (12,5 percent for 1926-1930) ef Csecheslevak
fmporss mnd took as such as 5.3 percent of Caechoslovek exports. For
Bungary, Gumania, Yugeslavia anl Puwigaria, imports from the United
Siates in no instance amounted to wach more than 6 percent of itetal
Wr:s‘ aad sxporte to the United States not over 5 percent of total
sperts.

gl i i St e st Bt P
remained ssall in relation to the tetal trade of tithcr the U:goe.

X | o Sty
3/ Appendix %, *Intra-Regional and International Trade of Certsin
Bastern Purepean Countries,” appended te Commercial A

; Taification of | July 10, 1942, con~
ﬁﬁ?ﬂ el & LREESY grovp I% . S8n ﬂmﬁi‘iﬂl.
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States or the countriss under discussion, A profitsble comperison oss
e pade with the level of United Statos trade in an earlier period.
Tall o 1 comperes the United States irads imterest in Eastern Iureps in
1985 and the aversge for the peried 1926-1930 with its trade in the
last narmal pre-war years (1357 and 1938).

his Sable iadieates in cutline as over-all decresss of 55 percent
in tetal United States trade with the ares. The smount of United States
pores o these six countries of Emstern Zurepe in 1938 was 62 peroent
@ the 1926-1930 average, whils United States imporis from this sree
wire 35 percent below the 1§26-3.936 rege. United States imports thus
Beld wp somevhat better than Unitedl@xperts. This was &ue im large
port 3o Bilateral dalancing arrangements and other restrictive com-
maraial policies $ed by thess countries in the early 1930's which
had the affecy of aoing subetaniially their imporis from the United
Eiates as voll as sertain other countries. Im spite of the fact that
Laports by thess couatries frem the United States decressed by nearly
fwe~thirds, the United States share of their total imports ress from
§.5 pervent for the 1926-1930 aversge $o0 8.3 percent inm 1938, The
same Sendenty can be noted in the total exports of the arsa, Although
by 1338 United States imports frem the whols ares bhsd declined by over
s third from the 1926-1930 average, the United States share of the
ares’s total exporss rose slightly from 1.2 percent %o 1.5 percent,

Tas ares as a vhele imported mors from the United States than it
sxported te the United States. The pesitive trade Dalasuce of the
Vaited States with the ares, however, diminished censideradly over
the peried. The excess of United States exporis to these six countiries
ovey imports from the area iz 1938 was ealy 23.5 percest of the 192
1930 average excess of exporis, a decreased of 7 .5 perosnt. This
rate of decreass surpassed ihe rate st which the total value of United
Biates frade witk the area decreased. This decresse iz $he United
Stater sxport balance vith the ares is iz part explained dy the
diminution of gapiial fleving into the ares from the United States in
the latter 1930's. In the earlier peried American iavestors were buying
the higheyield bonde of (sus* gouniries while in $hes later perisd this
ssvenent largely csased and some of the countries were servieing their
forsign debis. : ,
Eakuze of Unided Sisias Trade with Xastern Eureps.

Tatle 111 enmmariges the types of commodities whieh sntered into
Srads betwoen the United States and the gomniries of Easters Zurops
iz 1933, The year selected should give o fairly normal ploture of
tale trade, for ia the later pre-war years the nature of imports

fron
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from $he United States changed to some degres as = result of
iatsnsive armament programs - iuereased imparts of copper, sersp irem,
oil, sls. This was notabdly the case with Foelsnd. Since the composition
o2 United States imparts frem Csechoilevekia differs considersbly from
the coapesition of United States laperts from the rest of Lastern
Bureps, a breskiown im iacluded for Eastern Europe minws Ozechoslovakia.
$alle also compares the compesition of United States trads with
lu%m 1‘ pe with the compositien of United States $rads with Europe
a8 & whale. N

1% gan be seen that Sastern Zurope mupplied the United States
vith & larger propertion #f cruds saterials than was the gase for
Borops as » viole, and i3 tura $ook from the United States a larger

srtien of arads materials than was the case fer Europe as &.yhols.

most important 1tem in this sategory for Usited States axperts %o
Buraps was rav cotton, and sueh sommodities as iren and steel sersp or
orude copper. Such {fems as skins, tedaceo, minersls, and {medtdle
snimal of vagedable products vere the prineipal items in United States
impoarts of erude materiasls from Zastern furope. United States imperts
and sxperts of feodstuffe win wadarstandadly lower than the level of
#ush trade with Zurope as a whele simoe this ares is largely oslf-
wnfficlent ia foodetnsls and st the same time hae net usually deen
Bighly competitive in world sgriculiwral markets. It will be noted,
Bovever, that the United States imported from the countrises of Zastern
Burops minus Usecheslevakia s #lightly larger propertion of manue
faotured fopdstuffs thau was the aass for Burepe as & whols,

Uniind Slates trade with the area for seni-masufastures plus
. RARULsotUres was RATRALLY, Of course, belew the level for
0pe a8 & vhole since the Andustry of this ares is geuerally snot
wlfiolently develaped to provide the United States with significant
qesktities of manufaotured predncts mor is the stemdard of living
Bigh snsugh t0 absorb large quantities of manufaotured articles from
$ha Usited States. The exsessive percsatage (U3 persent) for United
Sates Laperts of fiaished umuufactures from the tetal Eastern Zurepe
ares is principelly dus o Caecheslovak sxports, which 4iffer frem
thess of the Other countries 12 the Zastera Europear group in ine
lsding relasively large quaatities of such masafagtured goods ae
shoes, textiles, Jewlery, glass msaufactures, leather manufastures,
®30, Ninety percent of the area's sxports of finished manufsetures
$o the United States origineted in Czschoslevakia., This is wnder-
standadble in a geuntry wbere over 40 persent of the population was
saraally swployed in industry - & preportien surpassing the Germany
of the sarly 1930's. It oan be seen from the $able that the

preportion
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proportion of finlahed naanfagtures iaported by the United States
from RBastorn Sureps minus Csechoslovakia was less Shas 10 percent of
the um%ﬂmza the proportion of erude materials vas aver two-thirds

Sxade of Esaters Burcee with ¥esters Earens snd fhe Med

¥ills the direct intersst of the United States in She trsde of
Shese aix Bastera Buropean eountries has been inconsiderabdble, the
trade of Zastern Eupaps with Westera Europe snd the Mediterranesn hes
been of greater significance. The tadles attached to the mexmor sndum
#f Decemder § ahov the share of Zastern Zuropsan trade held by a
Moo of Yestern Burqpean and Mediterrsnsan countries. The Enstorn
Buyapesn souniries uader ceasideratica have had nermallynotive
balanoe of trade with the ares of Western Eurepe and the Hediterranean
siuse they export to that area mers than they impert frem it. To a
very large sxfent the cowntries of Bestern Burope have beez dependmnt
upsh the markets of the West, although the terms of trade have
Sraditionally operaied mgalnst the sgricultural or primary~producing
Bastern oowatries (notadly Yugealavia, Bamania, Hungery and Bulgaria).

The United States has a oertalz indirect imterest im the fade
Wetvean Enstern and Westers Europe. This country is aaxious feor
sosnsnic and politica) stabllity throughous Zurope and is interested
A2 sha pressrvation of a structure of multilatersl trade, The failure
82 Zasters Furape to reswns its former comsarcial relstions with
¥estorn Burgpe and the Meditsrranean might adversely affect the
soononls 1ife of all thase eouairies, 1f pre-war trade is aseumed o
be indlcaiive of » normal and mutually advantageous trade pattern. The
ssiablishosnt of stable pelitical conditions is both Western sud Eastera
Buraps will de in part dependent upen stabilised econonic conditions.

arafere, o the extent that the resumption of commercial relations
¥otwean Zastara and Vestera Earepe will coniridute te sush stabiliged
esentnlc cenditions, the United States has an interest inm their re~
extablichuent. In additien, since the volume of United States trade
vith oertain aountries of Westera Zurope is consideradly in excess of
the volume of Ualted States trade vith Basters Burope, it is possidle
Ehat the adility of Yestern durepean cemntries to trade with the
Uslbed States will to some extent depend upon their trads relationms
vith Zasters Purepe.

i RRvright1lg
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In summary, it is clear thay the direct trade of the United
ﬁiﬁn vith Zastera Zurope has never been large, sand shat there
is 208 as yet a vory sudstantisl basis for the development of
sxiinsive commercisl relstions wvish Zastern Europe. Rastera
Burepe is easentially sn sgricultural aud primary-producing area
vhase norsal irsde relatiens lie mers preperly with other ceuntries
¢f Furops, notadly with Western Purcpe and the Mediterranean (snd
ales vith the Saviet Unien) new $hat Germany is sliminated as s
¥rizmary sustomer and market, It is te the leng~term iaterest of
¢ Nastern Eurape as well as of & werld aystem of multilatersl
Srads to pressrve the structure ef Fastern Buropesn trade »dth
¥estarn Jurope,
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Iable I1
Bastern Buropsen Trade with Westers Narepe sud the Nediterrsasan 1/
fiount. 1 ts from ¥. ) e W.Bu :
v s . £ s ¥ of total dmpert Fpexte u%!ﬁi W
1934 1931 1938 193k 1931 138
Poland .8 26.2 g 32.2 2’“ 33.7
c’.m’lm -h ﬂoa 26&2 23~3 - 05 5."‘
Bungary #.1 18.1 19.2 26.0 2.2 2.h
Rumania 36.h 26.3 - 30.9 4.6 3.1 37.5
Tugealavia 2.0 16.5 18.8 , 35.8 & 3.0
Bulgaria 2.7 ' 18.6 181 36.2 .0 18.8
Tot 3
Mmﬁ.‘, ' _
Parcsnt 28.0 23.7 2h.2 2.2 30.5 21.6
Anvons 2/ 126,778 153,690 139,580 . 135,073 226,000 115,700

"}/ Imeludes Freace, Switserland, Spaia, Pertugal, hew Geuntries, Scandismvise Ceustries, itely, Grewce,
Turkuy, Syria, Palestine sad Bgypt.

2/ In thesennde of ge)d dollars.
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Table 111

U.5. frads by Cewsedity Sreups (1933)3/
{in percentages)

figures in Zereign Commerce Eu&_.ﬁ“ tion of the
States, 1933, pp. B1E-819.
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